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Notice About Hus Report

This Report has been prepaicd by Kevin Roy Mawer and Biian Gieen, the Joint Admimstiators
of Fonin Limited, solely to comply with then statutory duty to repoit to members and cieditots
under the Insolvency Rules 1986, on the progress of the Admimistrauon. and for no other
putpose It is not switable to be relied upon by any other peison o1 for any other putpose, or in
any other context

This Report has not been ptepared v contemplation of it bemg used. and 1s not suitable to be
used, to mtorm any imvestment decision m relation to the debt of o1 any financial mterest n
Foni Linmited

Any estimated outcomes for creditors included 1n this Report ate illustiative only and cannot be
ichied upon as guidance as to the actual outcomes for creditors

Any person that chooses to tely on this Report for any puipose o1 in any context other than
under the Insolvency Rules 1986 does so at then own sk To the fullest extent permitted by
law, the Joint Admumstiators do not assume any responsibility and will not accept any habihty
in tespect of this Repoit to any such person

Kevin Roy Mawer 1s authorised to act as an msolvency practiioner by the Institute of Chartered
Accountants i England & Walces

Biian Gieen s authotised to act as an nsolvency practinioner by the Institute of Chaitered
Accountants in England & Wales

The appomntments of the Tomt Administiators are personal to them and, to the fullest extent
permitted by law, KPMG LLP does not assume any 1esponsibility and will not accept any
liability to any petson in 1espect of this Report or the conduct of the Admuistration
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Introduction

Fuither to my 1epott dated 26 Tuly 2010 1 write to provide an update on the progiess of
the Admumstration i accordance with Rule 2 47 of the Insolvency (Amendment) Rules
2003

Please find attached my receipts and pavments account to 18 lanuary 2011 which shows a
cash n hand balance of £21,859 06

This 1epott should be icad in conmunction with previous ieports and only covers
maovements m the petiod 19 July 2010 to 19 January 2011 Please note that all figuied
teferred to i this ieport, including those on the receipts and payments account, are stated
net of VAT

Realisations

Other Realisations

Bank mtetest in the sum of £0 10 has been 1eceived m this period

Costs of Realisation

Legal Fees

Fees totalling £411 25 were paid to Keeble Hawson LLP i this pertod for legal advice
given dutmg the course of the administiation

Joint Administrator’s Fees

To date time costs incurted on this case total £543.928 70 1eptesenting 1.808 hours at an
average rate of £300 80 Pursuant to Statement of Insolvency Practice 9, a detailed
analysis of these costs 1s attached at Appendin 2
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The Tomt Admumstiators have mstiucted KPMG LLP RRG. Forensics Tax. VAT and
pensions specialists (0 carry out activities in the Adnumstiation The charge out 1ates
shown m Appendin 3 aie also applicable to these departments within KPMG LLP

I'he Jomnt Admumistiators have diawn fees of £50 000 1n a prior penod

A creditors™ guide to fees can be found at
https /iwww r3 org uk/uploads/sip/INTERIM%20SIP9%20April%202010 pdf

Howevel. if you are unable to access this guide and would hike a copy pleasc contact
Sandila Samee

Progress of the Administration up to 18 January 2011

Extension of the Administration Period

The Administration has been extended to I8 luly 2012 with the consent of the court
puisuant to paragiaph 76(2)a) ol Schedule B1 of the Insolvency Act 1986 This 1s to
allow sevetal outstanding matters to be completed, as detaled in paragraph 7 below

[t 15 anticipated that once the outstanding matters have heen finahsed. funds in hand wili
be wsed to scttle outstanding costs m the Admimstranion  Following this the Jomt
Admimstiators will consider the most approptiate exit route ftom the Admimistiation in
[me with the mitial proposals

VAT Refund

As previously advised. at the date ol my appomtment. the principal asset of the Company
was a VAT refund due from HMRC of citca £9m 1 continue with the assistance of the
ducctlors and my legal advisois to challenge the decision of HMRC to disallow the input
tax 1 relation to the VAT reclaims and theteby 1ecovet some o1 all of the VAT Further
imformation on the progiess of this matter 1s given m paragiaph 7 below

Investigations

As pieviously teported and n accordance with my statutory duties. 1 have submitted my
tepott on the conduct of the directors to the Department of Trade and Industry

My investigations into the Company’s affairs are ongomg and accotchingly 1t 15 not in the
best inteiests of cieditors to disclose details of these at this time

"~
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Report 1o Creditors pui suant (o Rule 2 47 of the inolvency (Amendment) Rudes 2003
KNPMG LLP
7 February 20117

Creditors

Secured Creditors

As previously 1cported SYIDI™ have a fixed and floating charge over the assets of the
Company

To date. pending developments as regards the potential VA T iefund no distributions have
been made to SYIDF under 1ts secunty

Preferential Creditors

As previously teparted the tecovery to the prelerential creditors temams uncettam and s
entuely dependent on the extent of 1ealisations fiom the Matiad debt and outstanding
VAT refund

Unsecured Creditors

At present 1t 1s still anucipated that there will be insufficient funds available to enable a
distribution to be paid 1o the unseewed creditor, as a distuibution 1s entiely dependent on
any significant recoveries lhom the VAT debt

Outstanding Matters

Matrad Debt

As previously ieported at the tme of the appomtment of the Jont Admnistiators Matrad
Limited was a debior of the Company in the sum of £524 000 Matrad Limited
subsequently went mto admmstration and 1s now m hquidation Realisations from
Matrad Lumited rtemam uncertain. however the Jomt Admimistiators contimue to moniton
the progiess of the liquidauon

VAT Refund

The appeal by the loint Adnunistiatots agamst the decision of HMRC to disallow the
mput tax i relation to the VAT reclaims 1s proving to be protracted  Direcuons for the
case now requite HMRC to serve their supplemental witness statement by Novembet this
yvear with the Jomnt Adnmnisuators then having two months to respond |t would now
seem unhkely that a tnbunal heanng will be set for a date before carly 2011

[¥3)
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Repoit o Creduors pusiant 1o Rude 2 47 of the Insolvency {Amendment) Rules 2003
KPMG LLP
7 February 2011

In the event that the claim s unsuccessful the Tomt Admuustiators will consider the
extent to which the loss of such monies was a result of bieaches of duty by the direcios
and the prospects of 1ecovening such losses

Conclusion of the Administration

The Joint Admimistrators  proposals have vet to be fully completed and consequently the
Jomt Admumisuators are not 1n a position to conclude the Admimistiation at this tme The
Jomt Admimistiators must deal with the fellowing issucs belore they putsue an exit of the
Administration

s Recept of a possible dividend fiom the hquidation of Matrad Liimited

¢  Pusumg the tecovery ot the VA I debt.

e Possible distiibutions to secued and preferential creditors.,

¢ Conclusion of other investigation matters.

s The submission of final tax and VA I tetuins

e The settlement of oulstanding costs ncluding the Toint Admimistiators fees

1t vou have any queries please do not hesitate to contact Sandila Samee on + 44 (0) 161
246 4099

Yours Faithfully

K R Mawel
Jount Actmnist aton
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Appendix 1 — Joint Administrators’ Receipts and Payments
account to 18 January 2011
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Appendix 2 - Joint Administrators’ time costs and expenses to 18

January 2011
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Appendix 3 - Joint Administrators’ charge out rates

Reshucturing Tar VAT Pensions

£ £ £ £

Paitner 333 595 900 745
Director 460 535 805 670
Senitor Manages 425 375-470 565-705 470-390
Manage: 343 253-305 385-455 320-385
Adimumsuatot 240 185-220 280-330 235-275
Assistant 173 85-185 125-245 110-235

Admimnistiatot

Hourly rate fiom

1 April 2009 1o 30 1 October 2010
September 2010

£ £
Paitner 515 335
Duector 440 460
Semar Managei 405 425
Managei 320 345
Senior Administratol 225 240
Adnunistrator 165 175
Suppont 105 10




